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OLL 83-2073/5
21 September 1983

MEMORANDUM FOR THE RECORD

SUBJECT: Federal Employees Retirement Contribution
Temporary Adjustment Act of 1983

REFERENCE: A. MFR, Senate Committee on Governmental Affairs
Hearing on Retirement, OLL 83-2073/2 dated
13 September 1983 '

B. MFR, Same Subject;-OLL~83-2073/3 dated
<215 September 1983

. C. MFR, Same Subject, OLL 83-2073/4 dated
19 September 1983

1. Attached is the final draft of the subject Bill that
"Senator Ted Stevens (R., AL) had intended to introduce and
incorporate into the Budget Reéconciliation Bill out of
Governmental Affairs (see Reference C). This legislative
strategy--in fact the very being of the draft bill--has been
changed because of the conflicting and extreme positions
being taken on this issue by the two interested parties--the
Office of Management and Budget (OMB) and the Federal
employee groups, led most prominently by F.A.I.R.

2. The Administration, at the Assistant-Director level
in OMB, has refused to support the draft Bill--in fact, will
oppose it. OMB does not want any new. Civil Service Retire-
ment and Disability System (CSRDS) participants after 31
December 1983, period. OMB will not even support temporary,
reduced-benefit CSRDS participation for the interim two-year
period as proposed by Senator Stevens. OMB does not believe
that Federal agencies will encounter recruiting difficulty
'in attracting new employees into civilian Federal service.
Based upon the belief that Social Security retirement and
disability benefits, at least over the short term, are
sufficient to allow the filling of ‘all Federal vacancies for
the next couple of years, OMB believes the Stevens' legisla-
tion to be unnecessary and strongly opposes it.
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3. The employee groups who, I am surprised to find out,
carry enormous weight with the Congress, are egually adamant
that all new Federal employees hlred 1 January 1984 or later
must be included in the CSRDS, and remain as participants
therein, at least until supplemental retirement legislation -
is enacted. They are adamant on this issue to protect new
Federal employee retirement and disability entitlements,
and so as not to create a caste system in the Federal
government——i‘e., side-by-side employees with significantly
dlfferent allowance entitlements. :

4, Senator Stevens and his Subcommittee are.proposing,
in the attached draft Bill, a compromise that neither party
is willing to accept. The draft Bill provides for CSRDS
coverage, as stated in Reference C; for—&n interim two-year
period or until-a Federal supplemental retirement program
can be passed-into law. Until one or both of the warring
factions blinks, Senator Stevens is frozen. He will
probably introduce the attached draft as a free-standing
Bill, get referral to Governmental Affairs, and keep all of
his options open.

5. Strong OMB ob]ectlon to the Bill has probably
precluded including it in the Governmental Affairs amendment
to the Budget Reconc1l;at10n Bill (see Reference C)

‘as originally planned. The staff also believe that Senator
Stevens may also attempt to include the Bill as a rider on
some other piece of legislation if he can muster the support
within the Senate needed to do so.

6. Obviously, the depth of the Administration's
opposition to the Stevens' Bill calls into doubt previous
assessments that our new employees hired 1 January 1984, or
later, will enjoy equal or near-equal retirement and
disability benefits during this so-called interim period--

1 January 1984 through 31 December 1985. While these
developments are occurring on a real-time basis, it now
appears that, unless Senator Stevens can muster support in
both Governmental Affairs and the Senate as a whole, his
legislative solution will not succeed. If such is the case,
new employees hired 1 January 1984, or after, will enjoy
only Social Security retirement and disability benefits and
will clearly consider themselves second-class Federal
_employee citizens. Until this dynamic situation stabilizes
‘over the next several days, we should not consider involving
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the DCI. A week from now, however, his involvement may well
be both appropriate and necessary. If neither party has yet
blinked, we may well want him to personally apprise

Mr. Stockman of the damage the OMB position would do, if
sustained, to our Agency-wide employee recruitment effort.

: 7. This sequence of events continues NOT to impact in
. any way employees who have been, or will be, sworn in on
31 December 1983 or sooner.
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98th CONGRESS
" 1st Session S.

 IN THE SENATE OF THE UNITED STATES

Mr. Stevens .introduced the fcllcwing bill; which was reac twice
and referred to the Ccmmittee on

2 BILL

To provide temporary adjustmepts in the requirements relating to

| contributions tc¢, and btepit for the purposes of, certain
Government retirement systems with respect to certain service
performed by certain Federal officers and employees, and for

other purposes.

1 Be it enacted by the Serzte and Hecuse of BRepresentatives
2 of the United States of Bperica in Congress assembled, That

3 this Act may be cited as the *‘Federal Emrloyees’ Retirement

4 contribution Temporary Adjustment Act of 1983“°.

5 i ‘ STATEMENT OF POLICY

6 Sec. 2. It is the policy of'fhe Govetﬁment--

7 (1) that the amount required to be contributec to

8 Public retirement systems by employees and officers of

9 the Government who will also be required to pay

15' employment taxes relating to benefits under title II of
11 the Social‘éecurity Act for service berformed‘after.

12 December 31, 1983, be recuced until the date on which a
13 ' new Gc#ernment retirement system covering such emplcyees
1u and officeré is established or.January 1, 1986, whichever
15 is earlier; ' '

16 '(2) that the Treasury be required to pay into such
17. retirement systems the remainder of the amount such ‘
8 employees and offiqials would have contributed but for
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the temporary reducticn;

(3) that the empicyirg agencies make contrituticns to
the retirement systems with respect to such servire in
amounts required by law 1in effect bef‘ anuary 1, 1984,
without reduction in such amounts,- _ '

(4) that such employees and officers crue credit
for service for the purpcses ofkthe present retirement
systems until a new Government retirement syster corering
such employees and cfficers is.establisnec;

,(3) that such employees:and.cfficers who are first
employed in civilian service by the‘Government cr first
take office in civilian service in the Government on or
after January 1, 1984, be transferred to such new

- Government retirement system as may be established for
emplcyees and officers cf the Government on or after
January 1, 1984, and befcre January 1; i986;

(6) that credit fcr service performed after December
31, 1983, by such employees and officiais be transferred
to such new Government retirement system; and

.j7) that an§ annyity payable under any present rublic
retirement system based in partlon service.perfcrmed
after December 31, 1983,_and before Januaryb1, 1986, for
which empicyment taxes relating to benefits under title
II of the Social Security Act have been paid be cffset by
the amount cf any beneflits payable under such title with
respect to such service.

DEFINITIONS

Sec..3. (a) For the purrcses of’this Act--

(1) the term ‘ccvered employee’’ means any
f individual whose service is cqvered'service;f
(2) the term "ccvered retirement systen;' means--
(R) the Civil Service Retirement and Dieability
System under subchapter III o‘ chapter 83 of title 5,

United States Code;
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1 (B) the Foreign Service Retirement and Disability

2 System under chapter 8 of the Foreign Service Rct of
3 1988 (22 U.S.C. u4gu1 et seql._);
4 - ' .(C) the Centralllntelligence Agency'Retirément
5 and Disability System under the Central Iﬁtelligence
6 ~ ~.hgency Retirement Act of 1964 for Certaln Erplcyees
7 | (58 U.S.C. 423 ncte); and
8 (D) én§ other retirement system including ccvered
9, employees (other thar a new Goverhment retiremenf
2 system) under which a participant in the systenm is
1M required to make contributions to the syster in an
12 .amount equal to a pcrtion of the participant’s basic
13 . bay for covered service, as determined by the
u President; ‘
15 (3) the term *‘ccvered service’’ means service which
16 is employment.for the purposes of title II of the Social
17 Security Act‘and'cﬁapter 21 of the Internal Revenue Code
18 of 1954 by reason of the.amendmenfs made by section 181
19 " of the Social Securlty Amendments of 1983 (97 Stat. 67);
20 ' and »
21 ‘ (4) the term ;‘new Gcvernment retirement systeﬁ"
C 22 meené any retirement system uhich'(h) 1s established for
.23 offlicers or employees of thé fovernment by or pursuant to
24 - a law enactéd after Decenber 31, 1983, and péfore January
25 1, 1986, and (B) takes effect on or before January 1,
26 1986.
27 (b) The President shall publish the determinaticns made

28 for the purpose of subsecticr (a) (2) (D) in an'gxecutive

29 order.
39 . CONTRIBUTION ADJUSTNENTS
31 Sec. 4. (a) An employing agency shall deduct and withhold

32 only 1.3 percent of the basic paybof an_employee under--
33 ' (1) section 8334 of title 5, United States Code;

34 (2) section 8¢5 cf the Foreign Service Rct cf 19¢g¢
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1 (22°'0U.S.C. ugus);

2 (3) section 2#1 cf the Central Intelligence Agency
3. Retirement Act. of 196u;frr Certaln Emrloyees (58 U.s.C.

y 483 note); cr

[¢]]

(4) any orovision of anyfother'cov d?retirement

6 system which requires a rarticlpant in the system to make
7 contributions of a porticn of the basic pay of the .
8 participant,

9 for covere” service which is perforned after December 31,
18 1983, and before January 1, 1986. ' '
11 (b) Employing agencies cf the Government shall make:
12 contributions with respect tc servicevto:which subsection (a)
13 of this section applies under the second sentence of section
1 8334 (a) (1)- of title 5, United States Code, the secend
15 sentence of section 885.(a) c¢f the Forelgn Service Act of
ﬁe 1988 (22 U.S.C. 4845(a)), the second senrence of secticn 211
17 (a) of the Central Intelligerce Agency Retirement Act of 1964
ﬁe for Certaln Employees (58 U.S.C. 483 note), and any prcvision
19 of eny'other covered retirement system requiring a
28 contribution by the emplcying agency, as 1f subsection (a) of
21 this section had not been eracted. A
22 AMORTIZATION OF CCNTRIBUTION DEFICIENCY
.23 Sec. 5. (a) For the purrcses of this section, the term
24 ‘*‘*contribution deficiency’’, when used‘with respect tc a

25 covered retirement system, reans--

26 (1) the excess of the total amount which, but fer

21 section 4 (a), would have been deducted and withheld A

28 under a provision referred to in section 4 (e) frem the

29 paY‘of covered employees who are sdbject to sUCh

30 B refirement system }orbservice to which sectron 4 (a) .
'i31 Cf applies, over _ . ” |

32 (2) the total amcunt deducted and withheld fromithe

33 pay of covered employees for such service as prcvided in

3 section 4 (a). o
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(b) At the end of each cf fiscal years 1984, 1985, and
1986, the Office of Perscnnel Management--
(1) shall determine the amouﬁt of the contribntlon

deficiency incurred durirg such fiscal year in the casei
of each cove:ed retiremert system; and
(2) shall notify the Secrefary’of the Treesury of the
amount of the contributicn deficiency in each such case.
(c) An amount eaual tc tre amount of the contritution
deficiency incurred wlth resrect to a covered retirement
system in any fiscal year shall be credited to the fund
' established for the payment cf benefits under such ‘covered
re*irement system in thirty equal annual installments
beginning at the end of such fiscal year, as provided in
subsection (d).
- (d) Before closing the accounts for each of fiscal years
1984 through 2615, the Secretary of the Treasury shall credit

to each fund to which subsection (c) applies, as a Government

contribution, cut of any money in the Treasury apprcpriated

for such purpose, an amount equal to the total of the arounts
of the annual installments cf the contribution deficlencies
required by subsecfién (c) tc be crediied to such fund in

" such fiscal year.

(e) There are authorized to be appropriated in each of
fiscal years 1984 through 215, such sums as may be necessary
to make the credits required by subsection (¢) in such fiscal
year.

OFFSET OF SOCIAI.SECURITY BENEFITS
See.,s. (a) section 8339 of title s, United'States Code,
" 1s amended by adding at the end thereof the followling new
subsection: )

**(o) Any pcrtion of an annuity of a,fetired emrloyee
which 1s computed under subsection (a), (b), (c), (d), (e),
(g), or (n) of this secticn and 15 based on service tc which
section 4 (a) of the Federal Employees' Retirement
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1 Ccontribution Temporary Rdjustment Act of 1983 applies shall
2 b reduced by the portion of the zmount of the benefits

.3 payable under title II of the Social Security Act tc sucb

4 retired emploYee which is attributable ‘service. .
,5 (b) Sectien-sze of the Fcreign’servic
6 U.S.C. 4646) is amended by acding etﬂthe end” thereof the
7 following new subsection: | _ '
8 **(m) Any por*ion of an annuity of ‘a nafticipant or:
] former participant which is computed mnder this secticn and
1% .1s based on service to which section 4 (a) of the Federal
11 Employees’ Retirement Contritution Temporary Adjustnent ACt
12 of 1983 applles shall be reduced by the portion of the amount
-13  of ﬁhe benefitS'payeble under title II of the Social -Security
1u~‘Act to such participant cr fcrmer pamticipant whieh is
15 battributable to such service. The reduction under this
ns subsectlon shall be calculated before any reduction uncer
17 sectlion 814 (a) (5).°".
18 (c) Section 221 of ihe Centfal Intelligence Agercy
19 Retirement Act cf 1964 fcr Certaln Employees (58 U.S.C. 483
‘26 note) is amended by adding at the end thereof the fcllcwino
21 'new subsectlon:
22 **(p) Any portion of an annuity of a participant ecr
- 23 former participant which is computed under this secticn and
24 1s based on service to which section 4 (a) of the Federal .
25 Employees’ Retirement Contritution Temporary Rdjustment Rct
26 of 1983 applies shall be reduced by ihe portion of the amount
27 ‘of the benefits payable under title II'ef the Social Security
28 Act to such participant or fcrmer participant wn;cn 1=
29" attribﬁtable to such servicef The reduction under this -
30 smbsecfion shall be ceicuiated before any reduqtion mnder
3 section 222 (a) (W).**. |
32 NCT Notwithstanding any cther pfovision of law, for. the
33 purboses of ‘any covered retirement system to which an E .

36 amendment made by subsection (a), (b), or (c) does not apply,
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any portion of an annuityﬁof a participant or former
{

\

participant in such systéE\wrich ls computed under such
it

system and is based on sefvlce to:whicp section & (3) cf the
Federal Employees’ Retiré@ent Contribution Temporary
Adjustment Act of 1983 applies shall be reduced by the
portion of the amount of the beheflts payable under title II
of the Sécial Security Act tc sgch‘participant or fcrmer
participant which is attributable to such service. The
vreduction under this subsection shall be éalculated before
any reduction 1ﬁ such annuity provided under the covered
'tetirement system for the purpose of paylng an annuity under
such system to any former spcuse of the participant or former
participant based on the service'of-such‘particlpant cr
former participant. '
TRAKSFER OF CREDIT 10 NEW RETIREMENT SYSTEM

Sec. 7. (a) Aﬁy covered employee who first becores
employed in éivilian'service by the Government or first takes'
office in civiiian service ir the Govérnmént on or after
January 1, 1984, shall be transferred to such new Gcvernment
retirement system as may be established. '

(b)_In'the caséiof any>cévered ehployee who 1is subtject td
& ccverec retirement system cn or aftér January 1, 1984, and
thereafter becomes subject tc a new Government retirement
system-- - N

(1) credit for the service of such employee tc which

section 4 (a) applies shall be transferred from such

cobered retirement systenr to the new Government

reiirement system for the purposes of the new Gcvernment

reiitement system; and

.

(2) such serviée shall be considered not to be

creditable service fcr the purposes of such covered

retirement system, .
effective on the date on which such employee becomes subject

to such new Government retirement system.
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